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1/1-30/9/06 1/1-30/9/05"

in EUR million {unless stated atherwisa)
Income statement

Net interest income 2,261.5 2,063.5
Risk provisions for loans and advances -331.2 -329.1
Net commission income 1,036.5 921.9
Net trading result 187.8 171.6
General administrative expenses 22,1123 -1,990.0
Operating result 1,398.8 1,203.9
Pre-tax profit 1,038.2 864.4
Net profit after minority interests 6493 508.8
Profitability ratios
Net interest margin {in %) 2.10 207
Cost/income ratio fin %) 60.2 623
Return on equity (in %) 13.0 18.5
Earings per share {in EUR} 2.18 212
30/9/04 31/12/05*
Balance sheet
Total assets 162,569 152,660
Loans and advances to credit institutions 18,307 16,858
Loans and advances to customers 87.230 80,419
Risk provisions for loans and advances 2,823 2,817
Securities and other financial investments 50,263 47,681
Other assets 9,592 10,519
Total liabilities and shareholders' equity 162,569 152,660
Amounis owed to credit institutions ; 34,135 33,911
Amouynts owed to customers 80,660 72,793
Debts evidenced by certificates and subordinated capital 23,864 25,581
Other liabilities, including minority interests 16,731 16,244
Shareholders equity 7,179 4,129
Changes in total qualifying capital
Risk-weighted assets pursvant to Section 22 (2 Austrian Banking Act 81,534 75,078
Solvency ratio pursuant to Section 22 Austrian Banking Act {in %) 143 11.0
Tier 1 ratio {in %) 10.0 6.8
1/1.30/9/06 1/1-30/9/05
Stock market data {Vienna Stock Exchange)
High (in EUR) : 51.69 47.45
Low {in EUR) 40.40 36.36
Close {in EUR) 4910 44 .50
Market capitalisation {in EUR billion) 15.20 10.80
Trading volume [in EUR billion) 6.00 317
* Prior-year figures have been adapted pursuant to the raquirements of I1AS 32 and PERFORMANCE OF THE ERSTE BANK SHARE

1A5 39. Detoils of these changes were outlined in the prass release datsd 6 December
20035, which can be faund an the Erste Bank website [www arstebank.com).
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Highlights

_ Net interest income rose from EUR 2,063.5 million to EUR
2,261.5 million {up 9.6%")

_ Net commission income grew from EUR 921.9 million to
EUR 1,036.5 million {up 12.4%)

_ Operating income increased from EUR 3,193.9 million to
EUR 3,511.1 million {up 9.9%)

- General administrative expenses went up from EUR
1,990.0 million to EUR 2,112.3 million {by 6.1%)

_ Operating result improved from EUR 1,203.9 miillion to
EUR 1,398.8 million (up 16.2%)

_ Pre-tax profit climbed from EUR 864.4 million to EUR
1,038.2 million {up 20.1%)

_ Net profit after minority interests advanced from EUR
508.8 million to EUR 649.3 million {up 27.6%)

. The cost/income ratio improved from 61.8% for FY 2005
to 60.2%

_ Return on equity in the first three quarters of 2006 (after
the Jan 06 capital increase) was 13.0% compared to
19.0% for FY 2005

_ Total assets increased from EUR 152.7 billion at end-
2005 to EUR 162.6 billion {up 6.5%)

_ Earnings per share rose from EUR 2.12 to EUR 2.18

_ The Tier 1 capital ratio at 30 September 2006 was 10.0%
{versus 6.8% at the end of 2005} and the salvency ratio
was 14.3% {compared to 11.0% at end-2005; the legally
required minimum is 8.0%)

*]) Comparisons are with the nine months ended 30 September 2005 vnless

stated otherwise,




Letter from the CEO

Dear shareholders,

in the first nine months of 2006 we posted record net profit
of EUR 649 million, up 28% on the same period last year.
White third quarter results experienced their usual seasonal
weakening, this year this trend was mainly related to a
marked deterioration in other operating result. In contrast,
the key line items of our income statement continued to £0
strong. Guarterly net interest income reached another all-
time high on the back of strong loan demand and rising
interest rates in all our markets, while risk provisions re-
mained stable. Net commission income eased off due to a
seasonally weaker, albeit still satisfactory performance in
both Austria and the Czech Republic.

Our third quarter performance in Central and Fastern
Europe was characterised by accelerating net profit growth
and stable margins. We saw a continuation of the loan
growth trend despite rising interest rates particularly in
Slovakia and Hungary. Low interest rates combined with
relatively low retail banking intermediation levels made for
a very favourable operating environment in the Czech Re-
public. This is reflected in an excellent operating result on
both segment as well as local results level,

In Croatia we carried on with our measured business expan-

sion in the face of a restrictive monetary environment and
intensifying margin pressure. In a similar fashion, we con-
tinued to invest in the future in Serbia: the integration and
restructuring programme picked up pace and should result
in a break-even result in 2007,

Hungary experienced an eventful third quarter both politi-
cally and economically. The government approved an aus-
terity package aiming to fight the ballooning budget deficit.
This will lead to a significantly increased tax burden in the
fourth quarter of 2006, but did not impact profitability in
the third quarter. On an operating level the strong perform-
ance in net interest and net commission income is very
satisfactory.

In Austria growth slowed down after a very strong first
half, but is expected to recover in 2007 at the latest. Results
were also influenced by a security settlement issue that
impacted the provision and other operating lines. While the
impact on provisions was negligible thanks to reallocations,
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the revaluation of the underlying asset led to substantial
deterioration in other operating result.

The most significant recent highlight has to be the comple-
tion of the acquisition of a majority shareholding in BCR,
Romania’s leading bank, in early October. In conjunction
with the closing we have announced detailed financial
guidance for the 2006 — 2009: we expect BCR group net
profit in the order of EUR 250m and a cost/income ratio of
below 53% in 2006. For the 2006 — 2009 period we esti-
mate BCR group net profit CAGR to surpass 40%, while
the cost/income ratio is expected to hit a level of below
40% in 2009,

On group level we saw some very healthy developments in
the third quarter, most notably a marked acceleration in net
interest income growth. At the same time operating expense
growth decelerated. Overall, we are on a good track of
delivering above 20% annual earnings growth in 2006, as
initially announced in December 2005 and confirmed at our
Capital Markets Day in Bucharest,

A Torwr

Andreas Treichl




The share

EQUITY MARKET REVIEW

Following the difficult previous quarter, the observed interna-
tional stock markets charted price gains across the board, thus
further expanding their positive performance for the year to
date. Both the US Dow Jones Industrial Average and the Euro-
pean FTSE Eurofirst 300 [ndex advanced by about 9% since
the beginning of the year. A dominant theme on equity mar-
kets, alongside the oi) price trend and the interest rate policy of
central banks, was the reporting of corporate earnings for the
sccond quarter. Until the middle of August, the increase in the
price of oil to a record high of USD 78 per barrel {fuclled
mainly by the crisis in the Middle East), fears of further inter-
st rate rises. and a disappointing start to the reporting season
made for volatile markets.

As the third quarter progressed, share prices then rose thanks
to the combination of falling energy and resource prices, com-
panies” largely positive, better-than-cxpected quarterly results,
and takeover speculation and merger plan. Signs of casing
economic momentum along with lowered inflation expecta-
tions in the USA and then in Europe — all pointing to the pos-
sibility of an end to the central banks’ rate-tightening cycle —
generated additional buoyancy. After 17 consecutive rate in-
creases, the US Federal Reserve did not raise the benchmark
rate further in the third quarter. In Europe as well, the Euro-
pean Central Bank is expected to suspend its rate changes from
2007 after the last key rate increase in early October,

With a gain of 3.3% in the third quarter, the Austrian blue-chip
index, the ATX, rallied from its earlicr decline. However, the
Vienna stock exchange performed less well than most major
stock markets. This trend in the past quarter was driven mainly
by mixed second-quarter reporting — the index heavyweights
OMYV and Wiencrberger fell short of market expectations —
and the decline in oil and resource prices. At the end of Sep-
tember 2006 the ATX, at 3,868.27 points, was up 5.5% com-
pared to the start of the year.

The DJ Euro Stoxx Bank [ndex achieved a rise ot 10.1% in the
past quarter. In addition to the mostly strong reporting season
for European banks that brought double-digit growth, share
prices were lifted by takeover rumours and merger plans in the
European banking sector, Thus, BBV A shares benefited trom
speculation of a possible merger with HSBC. Banca Popolare
ltaliana attracted bids from several foreign banks. The planned

union of Italian credit institutions Banca Intesa and Sanpaolo
IMI will create one of the ten targest banks in Europe. Thanks
to the share price advances, the European banking index closed
at 424.38 points on 30 September 2006. This represents an
increase of 16.3% since the beginning of 2006.

PERFORMANCE OF THE ERSTE BANK SHARE

In the quarter completed the Erste Bank share gained 11.6%,
outperforming Austria’s ATX and the D) Euro Stoxx Bank
Index. While the share moved sideways in response to the
excellent first half results that were in line with analyst expec-
tations, the sharc price rose on positive analyst coverage in the
run-up to Erste Bank's 2006 international Capital Markets Day
held in early October in Bucharest. As a result of the advance,
the share price of Erstc Bank on 30 September 2006 was EUR
49.10. The performance of the share in the first threc quarters
was 4.4%. The confirmation of the growth targets, the comple-
tion of the BCR acquisition and the positive feedback from
analysts led to further gains, On 25 October the Erste Bank
share reached its highest close to date of EUR 53,

INVESTOR RELATIONS

On 9 October 2006 in Bucharest, Erste Bank held its fourth
international Capital Markets Day. A record audience of more
than 70 institutional investors and analysts was thoroughly
briefed by the management on the key topic, Banca Comer-
ciala Romana (BCR). Other items on the programme were
updates on the developments and outlook in Erste Bank's
markets and the progress of the efficiency improvement pro-
gramme known as New Group Architecture. Avid interest was
also shown in the live webcast of the Capital Markets Day on
the Intemet, with 820 downloads on the day of the event. The
video recording of the event is available for replay on the
website of Erste Bank at www .ersicbank.com under; [nvestor
Relations, Capital Markets Day,

Likewise, the management of Erste Bank met with numerous
investors at its Asian road show organised together with UBS
as well as at the presentations organised by the Vienna Stock
Exchange in September in London and Edinburgh and banking
conferences hosted by HSBC and Capital Bank,




Business performance

Twao International Financial Reporting Standards revised by
the International Accounting Standards Board - [AS 32 (Fi-
nancial Instruments: Disclosurc and Presenta-tion) and I1AS 39
(Financial Instruments: Recognition and Measurement) — must
be applied from | January 2005. The revisions primarily affect
the presentation of securities business and of loan valuation, as
well as the reporting of hybrid capital. All prior-year data and
rates of change shown reflect the restatement of the old data in
accordance with these revised standards. Details on thesc
changes were described on 3 May 2005 and 6 December 2005
that are available on the Erste Bank website. Since 9 August
2005 {the acquisition’s closing date) the Serbian new acquisi-
tion, Erste Bank Serbia, is included in the consolidated finan-
cial statements.

SUMMARY OF BUSINESS PERFORMANCE

Operating result for the first nine months of 2006 grew by
16.2% to EUR 1,398.8 million. Operating income was up 9.9%
to EUR 3,511.1 million, while operating expenses increased by
6.1% to EUR 2,112.3 million. The cost/income ratio improved
to 601.2% in the first three quarters of 2006 from 61.8% for the
full year 2005.

The successful EUR 2.9 billion capital increase in the first
quarter, as expected, caused return on equity to decrease from
19% in the full 2005 financial year to 13.0%. Total assets of
Erste Bank increased by 6.5% in the first nine months of 2006
to EUR 162.6 billion.

Outlook

The acquisition of a 61.9% ownership interest in Romania's
largest bank, Banca Comerciald Romana (BCR), closed on 12
October 2006. The new subsidiary will be consolidated in the
accounts of the Erste Bank Group from this closing date. As a
result of restructuring costs, no significant eamings contribu-
tion is expected from BCR for 2006.

At Erste Bank's Capital Markets Day on 9 October 2006, the
financial targets for 2006 and subsequent years were reaf-
firmed. For the period from 2005 to 2009, the management
predicts average annual growth of more than 20% in net profit
after minority interests. A cost/income ratio of less than 55% is
targeted for 2009. As a result of the strong rise of almast 70%
in shareholders' equity in the course of the capital increase at
the beginning of 2006, return on cquity will case as expected

for this financial year. However, it should then advance again,
to a level of between 18% and 20% in 2009.

For 2006, nct profit aftcr minority interests is also expected to
grow by at least 20%. Following the inclusion of BCR, the
profit growth target for 2007 was raised from at least 20% to a
ncw minimum of 25%.

PERFORMANCE IN DETAIL

1/1- 1/1-  %Change
in EUR million 30/9/04 30/9/05
Net inferest income . 2,2615 2,063.5 96
Risk grovisions for loans
and advances 3312 329.1 0.6
Net commission income 1,034.5 Q219 12.4
Net trading result 187.8 171.6 9.4
Generol administrative
expenses 22,1123 -1,990.0 6.1
Insurance business 253 369 31.4
Other operating result -29.4 -10.4 <1000
Pre-tax profit 11,0382 864.4 20.1
Net profit after minority
interests 6493 508.8 27.6

Net interest income

In the third quarter of 2006, net interest income improved
significantly (to EUR 779.7 million from EUR 757.8 million in
the second quarter of this year and from EUR 694.0 million in
the third quarter of 2005). On a cumulative basis over the first
nine menths of this year, the increase compared to the corre-
sponding period one ycear carlier was 9.6%, from EUR 2,063.5
million to EUR 2,261.5 million.

Overall, this year's rising trend in interest rates had a positive
cffect on the retail business in the entire Group. The central
and east European subsidiaries in particular contributed to this
good result through strong loan growth. Thus, loans and ad-
vances to customers expanded by 16,9% compared to the
figure for the end of 2005. However, the savings banks too
showed a significant improvement in the third quarter.




Net interest margin (net interest income as a percentage of
average interest-bearing assets), at 2.1%, barely changed over
the first three quarters of 2006 in comparison to 2005 as a
whole, There was very little change cither in Austria, where

Net ¢commission income
in EUR million

tending business

Payment transfers

Securities transactions
Investment fund transactions
Custodial fees
Brokerage

Insurance business

Building society brokerage

Foreign exchange transactions

Other

Total

A strong increasc was also achieved in net commission in-
come, which rose by 12.4% from the prior-year level of EUR
921.9 million to EUR 1,036.5 million.

For 2006 to date, the most important driver of this growth has
been the securities business, where income rose by 22.4% to
EUR 335.1 million. Similarly, income from payments scrvices
advanced by 8.6% to EUR 384.6 million.

Overall, the increase in net commission income in Austria was
somewhat higher than in Central and Eastern Europe.

Trading result

Net trading result in the third quarter was EUR 51.6 million,
slightly higher than in the preceding quarter (EUR 45.0 mil-
lion), but as expected considerably less than the first quarter’s
exceptionally strong result of EUR 91.2 million. On a curnula-
tive basis over the first nine months, net trading result grew by

net interest margin was 1.6%, or in Central and Eastern
Europe, where it averaged 3.5%.

1/1-30/9/06 1/1-30/9/05 %-Change
146.0 143.4 1.8
384.6 3543 8.6
3351 2738 224
1593 1121 421
390 37.8 3.2
136.8 1239 10.4
49.7 52.¢ 4.0
218 23.5 7.2
28.1 28.6 1.7
71.2 454 56.8
1,036.5 9219 124

9.4% from EUR 171.6 million in the first nine months of 2005
to EUR 187.8 million.

While the market environment has caused a decrease in in-
come from the securities business in recent months, there was
substantial growth in eamings from foreign exchange transac-
tions.

Insurance business

Income from insurance business in the first ning months of
2006 should be viewed in context of a very strong result in the
same period last year. 2005 results were underpinned by above
average income from security revaluations and sales. A repeat
performance was thercfore always unlikely, especially against
the backdrop of rising interest rates and declining securities
prices. As a result, income from insurance business contracted
by EUR 36.9 million or 31.4% to EUR 25.3 million.




General administrative expenses - Erste Bank Group
in EUR million

Personnel expenses

Other administrative expenses
Subtotal

Depreciation and amonisation
Total

General administrative expenses - Austria (inc. Corporate Center and International Business)

in EUR million

Personnel expenses

Other administrotive expenses
Subtotal

Depreciation and amortisation
Total

General administrative expenses - Central and Eastern Europe

in EUR million

Personnel expenses

Other administrative expenses
Subtotal

Depreciation and omodtisation
Total

General administrative expenses in the first nine months rose
by 6.1% from EUR 1,990.0 million to EUR 2.112.3 million.

The increase in Central and Eastern Europe, at 12.0%, was
higher than the Group average. This is explained both by the
trend in exchange rates and by the consolidation of Frste Bank
Serbia, particularly in light of the subsidiarys restructuring
cxpenscs. Excluding these two effects. the rate of increase in
Central and Eastern Europe was 6.6%,

1/1-30/9/06 1/1-30/9/05 %-Change
1,239.7 1,154.7 7.4
624.4 5849 6.8
1,864.1 1,739.6 7.2
2482 2504 09
21123 1,990.0 6.1
1/1-30/9/06 1/1-30/9/05 %-Change
8779 835.0 51

3130 3093 1.2
1,190¢ 1,144.3 4.1
117.1 127.3 -8.0
1,308.0 1,271.6 2.9
1/1-30/9/06 1/1.30/9/05 %-Change
361.8 319.7 . 132

311.4 2756 i29

673.2 5053 13.1

1311 123.1 6.5

804.3 718.4 12.0

Personncl expenses registered an increase of 7.4% from EUR
1.154.7 million to EUR 1.239.7 million. Here as well. the
change was greater in Central and Eastern Europe, partly as a
result of necessary salary adjusiments to market levels and
partly due to branch network expansion in Hungary and Croa-
tia. Another important factor was the consolidation of Erste
Bank Scrbia, where restructuring costs of about EUR 5.0 mil-
lion for staff reduction measures were included in the first half
of 2006.




Excluding the effect of Erste Bank Serbia’s consolidation, total
personnel expenses increased by 6.4%, with the Central and
Eastern European portion of the increase running to 9.6%.

The employee count saw a small uptick in the first three quar-
ters of 2006. The slight growth of 1.3% to a new total of

Headcount at 30 September 2006

Domestic incl. Haftungsverbund savings banks

International

Ceska spofitelna Group

Slovenska sporitelia Group

Erste Bank Hungary Group

Erste Bank Croatia

Erste Bank Serbic

Other subsidiaries in CEE and foreign branches
Total

There was modest expansion in other administrative expenses
by 6.8% from EUR 584.9 million toc EUR 624.4 millicn. The

increase was almost entirely confined to the Central and East-
ern European subsidiaries (up 12.9%), while the increment in
the rest of the Group was a mere 1.2%.

Information technology expenscs, the largest cost item, were
up by 4.2% to EUR 144.3 million. The above average increase
in other administrative expenses was related largely to office
space and various projects. Consulting costs decreased in the
period under review.

Depreciation edged 0.9% lower to EUR 248.2 million, a re-
flection mainly of the more conservative approach to capital
spending in recent years.

Operating result

Opcrating income (net interest income, net commission in-
come, net trading result and income from insurance business)
grew by 9.9% from EUR 3,193.9 million to EUR 3,511.1
million. This was wcll above the risc in general administrative

36,612 employees represented primarily the expansion of the
branch network in Hungary and Croatia. In addition, in Hun-
gary, a change in [egislation required that 100 freelance staff
members be transferred to permanent staft.

30/9/04 31/12/05 %-Change
14,850 14,757 0.6
21,762 21,393 .7
10,720 10,755 0.3

4,880 4,836 0.9
2,870 2,551 12.5
1,676 1,604 4.5
838 15 -8.4
778 732 6.3
36,612 356,150 1.3

expenses, which increased by 6.1% from EUR 1,990.0 million
to EUR 2,112.3 million.

Operating result, as the balance of these two items, thus rose
16.2% from EUR 1,203.9 million to EUR 1,398.8 million.

Risk provisions for loans and advances

Risk provisions for loans and advances rose slightly by 0.6%
from EUR 329.1 million to EUR 331.2 million. in domestic
business the percentage increase was higher, but was balanced
by corresponding releases of provisions that were no longer
needed. In Central and Eastern Europe, an increase in new loan
provisions resulted in part from the rapid cxpansion in credit
volume. Additionally, Ceska spofitelna’s net new provisioning
in the year-carlier period was unusually low thanks to the
release of the final tranche of a general provision. The re-
quirement for loan loss provisions in the International Business
is very low thanks 1o the excellent portfolio guality.

Other operating result
The negative balance represented by other operating result
deteriorated from EUR -10.4 million to EUR -29.4 million,




This was a conscquence of lower earings from revaluations
and sales related to sccurities transactions, which were unusu-

FINANCIAL RESULTS IN THE THIRD QUARTER OF 2006

Consolidated nct profit after minority interests, at EUR 200.6
million, was onty slightly lower than the second-quarter result
(EUR 209.1 million).

Net interest income grew by 2.9% from the second quarter’s
EUR 757.8 million to EUR 779.7 million in the third quarter.
Net commission income meanwhile cased by 4.7% from EUR
355.5 million to EUR 338.8 million. The decrease occurred
mostly in Austria, and was panticularly related to seasonally
weaker securitics business, which still plays a much greater
role domestically than in Central and Eastern Europe.

While the net trading result of EUR 51.6 million, owing to the
market environment, was higher than the weak second quarter
(EUR 45.0 million), it could not match the exceptionally
strong first quarter.

In contrast, income from insurance business, at EUR 10.3
million, was up significantly (second quarter: EUR 7.3 mil-
lion), thanks mainly to the contribution of the insurance sub-
sidiary in the Czech Republic. Insurance income in Austria
remained unchanged.

General administrative expenses of EUR 707.4 million were
0.5% lower than in the previous quarter (EUR 711.0 million).

ally high in the prior-year period, as well as a disputed securi-
tics settlement case.

Specifically, personnel expenses inched up from EUR 415.7
million to EUR 417.0 million; other administrative expenses
declined from EUR 212.0 million to EUR 210.7 million: and
depreciation cased from EUR 83.3 million to EUR 79.7 mil-
lion.

Operating result in the third quarter was thus EUR 473.0 mil-
lion {previous quarter: EUR 454.6 million), marking a new all-
time high for a quarter.

The cost/income ratio improved slightly from the second quar-
ter’s 61.0% to a new level of 59.9%, breaking through the 60%
mark for the first time.

Net new risk provisions for loans and advances were EUR
112.9 million, up 3.4% from the previous quarter.

A significant negative movement from EUR -19.2 million to
EUR -28.5 million was seen in other operating result. This
development was largely attributable to lower securities valua-
tions.




DEVELOPMENT OF THE BALANCE SHEET

in EUR million

Loons and advances to credit institutions
Loans and advances to customers

Risk provisions for loans and advances
Securities and other financial invesiments
Other assets

Total assets

in EUR million

Amounts owed to credit institutions
Amounts owed to customers
Debis evidanced by certificates and subordinated copital
Cther liabilities
Total equity
Shoreholders’ equity
Minority interests
Total liabilities

In the first three quarters of 2006, total assets of the Erste Bank
Group increased by 6.5% to EUR 162.6 billion.

A strong contributing factor was the 8.5% growth in loans and
advances to customers, which rose 10 EUR 87.2 billion. This
resulted above all from the strong credit growth in Central and
Eastern Europe, where the loan portfolio rose by 16.9% to
EUR 22.2 billion.

Risk-weighted assets as defined by Section 22 (2) of the Aus-
trian Banking Act (BWG) rose by 8.6% in the first nine
months of 2006 to EUR 81.5 billion.

The stock of risk provisions for loans and advances remained
virtually unchanged at EUR 2.8 billion.

Total holdings of securities and financial investments grew by
5.4% compared to the end of 2005, from EUR 47.7 billion to

30/9/06 31/12/05 %-Change
18,307 16,858 8.6
87,230 80,419 8.5

-2,823 2,817 0.2
50,263 47,681 5.4
9.592 10,519 -8.8

162,569 152,660 6.5

30/9/06 31/12/05 %-Change
34,135 33,911 0.7
80,660 72,793 10.8
23,864 25,581 4.7
14,464 13,914 40

0,444 6,461 442
7179 4,129 739
2,267 2,332 -2.8
162,569 152,660 6.5

EUR 50.3 billion. This reflected in particular an increase in
trading assets and long-term investments in bonds.

At 30 September 2006, assets at fair value through profit or
loss and assets available for sale (excluding investments of
insurance companies) represented a fair-value portfolio of
EUR 4.5 billion and an available-for-sale portfolio of EUR
14.2 billion.

Amounts owed to customers registered above average growth
of 10.8% from EUR 72.8 billion to EUR 80.7 billion. The rise
in savings deposits (up 7.2% to EUR 41.6 billion} resulted
largely from a reclassification of certain deposit products that
had previously been reported under other customer deposits.

Customer deposits were significantly boosted both in Austria
and in Central and Eastern Europe, with the CEE subsidiaries
accounting for a particularly strong increase of 14.3% to
EUR 30.3 billion.




Ersic Bank’s own outstanding debt securities {dcbts evidenced
by certificates plus subordinated capital) were reduced from
EUR 25.6 billion to EUR 23.9 billion, or by 6.7%. though
subordinated capital increased significantly, by 22.6% w0 EUR
5.3 billion. This reflecied. among other factors, the issue in
Scptember 2006 of EUR 400 million in hybrid capital qualify-
ing as Tier | capital. Much of the 12.6% reduction to EUR
18.6 billion in other debts evidenced by certificates can be
attributed to the redemption of short-term certificates of de-
posit and commercial paper.

As a result of the capital increase carried out by Erste Bank in
January 2006, reported capital rose by 46.2% to EUR 9.4
billion. Specifically, this represented an increase of 73.9% in
sharcholders” equity 1o EUR 7.2 billion, while minority equity
interests fell by 2.8% to EUR 2.3 billion. Owing to the risc in
interest ratcs, the revaluation of the available-for-sale portfolio
had a negative effect both on shareholders’ equity (although
this was outwceighed by the effect of the capital increase} and
on minority interests.

Total eligible qualitying capital of Erste Bank at 30 September
2006 as defined by the Austrian Banking Act was approxi-
mately EUR 12,1 billion (2005 year-end: EUR 8.6 billion).
The cover ratio at 30 September 2006 based on the legal
minimum requirement (EUR 6.9 billion) was 174% (2005
year-cnd: 135%).

Ticr 1 (core) capital at 30 September 2006 as defined by the
Austrian Banking Act was approximately EUR 8.2 billion
(2005 ycar-cnd: EUR 5.1 billion), giving a Tier | capital ratio
of 10.0% (2005 year-end; 6.8%).

The solvency ratio at 30 September 2006 under the Austrian
Banking Act was 14.3%. significantly higher than the legally
required minimum of 8%,

With the acquisition of BCR (the transaction closed on 12
October 2006), these ratios will decline accordingly.




Financial statements

|. Consolidated income statement of Erste Bank

from 1 January to 30 September 2006

in EUR million

Interest and similar income

Interest paid and similar expenses
Net interest income

Risk provisions for loans and advances
Fee and commission income

Fee and commission expenses

Net commission income

Net trading result

General administrative expenses
Income from insurance business
Other operating result

Pre-tax profit for the period
Taxes on income

Profit for the period

Mincrity interests

Net profit after minority interests

Earnings per share

Eamings per share constitute net profit after minority interests
divided by the average number of ordinary shares outstanding.
Diluted eamings per share represent the maximum potential
dilution (increase in the average number of shares) which

in EUR

Earnings per share

Diluted eamings per share

{Nates)

(1
(2)

(31
(4)
(5
(6}
{71

1/1-30/9/06

4,9507
-2,689.2
2,261.5
-331.2
1,305.1
-268.6
1,036.5
187.8
-2,112.3
253
-29.4
1,038.2
-233.%6
804.6
-155.3
6493

1/1-30/9/05

42429
21794
2,063.5

3291

11287

2068

921.9

171.6
-1,990.0
369
-10.4
864.4
-209.1
6553
-146.5
508.8

%-Change

16.7
23.4
9.6
0.6
15.6 "
299
12.4
@4
6.1
314
>.100.0
20.1
1.7
22.8
6.0
27.6

would occur if all issued subscription and conversion rights-
were exercised.

1/1-30/9/06

2.8
217

1/1-30/9/05

212
211

%-Change

2.8
29




Il. Consolidated balance sheet of Erste Bank at 30 September 2006

in EUR million

ASSETS _
Cash and balances with central banks

Loans and advances to credit institutions

Loans and advances to customers

Risk provisions for loans and advances

Trading assets

Fair value through profit or loss and available for sale
Finoncial investments

Intangible assets

Tangible assets

Other assets

Total assets

LIABILITIES AND SHAREHOLDERS' EQUITY
Amounts owed to credit institlutions
Amounts owed to customers
Debts evidenced by certificates
Provisions
QOther liabilities
Subordinoted capital
Total equity
Shareholders’ equity
Minerity inferests
Toral liabilities and shareholders’ equity

[Notes)

(8)
(9l
(10]
(1
(12)
(13]

{14)
{13)

{16}

30/9/06

2,355
18,307
87,230
2,823

6,006
18,738
25,519

1,919

1,649

3,669

162,569

34,135
80,660
18,603
9,069
5,395
5.261
9,446
7,179
2,267
162,569

31/12/05

2,728

16,858

80,419
2,817
5,426
18,644
23,611
1,911

1,688
4192

152,660

33,911
72,793
21,291
8,635
5,279
4,290
6,461
4,129
2,332

152,660

%-Change

137
86
8.5
0.2

10.7
05
8.1
0.4

2.3

125

6.5

07
10.8
12,6
5.0
22
226
46.2
739
28
65




Ill. Consolidated statement of changes in equity

in EUR million

Equity as of 1 January 2005
Currency translation
Changes in own shares
Dividends
Capitol increases
Profit for the year
Other changes
Cash flow hedge
Available for sale
Deferred taxes
Change of interests in subsidiaries
Other
Equity as of 30 September 2005

Cash flow hedge reserve at reporting date
Available for sale reserve ot reporting date
Deferred tax reserve at reporting date

Equity as of 1 January 2006
Currency translation
Changes in own shares
Dividends
Capital increases
Profit for the year
Other changes
Cash flow hedge
Available for sale
Deferred taxes
Change of interests in subsidiaries
Other
Equity as of 30 September 2006

Cash flow hedge reserve at reporting date
Available for sale reserve a! reporting date
Deferred fax reserve af reporting date

*}ncluding capital increase expenses totaling EUR -54.8 million after taxes

Subscribed
capital

483

486

486

132

618

Add. paid-

in capital

1.429

32

1.461

1.464

2765%)

4,229

Retained

earnings

1.512
39

-4
-120

509
12
-34

18

1.924

2179
15
262
-133

649
-116

146
36

2.332

Sharehold-
ers' equity

3.424
39

-4
-120
335
509
-12
-34
18

4

3.871

198
49

4.129
15
262
-133
2.897
649
-6

-146
36

7179

Minority

interests

2.52¢9

-42

135
177
-17
207
56

2,267

54
-10

Total
equity

5953

24
547
-140

6.461
14
262
-175
2.897
804
293
-23
-353
92

9.446
-15

53
R

13




IV. Cash flow statement

in EUR million

Cash and cash equivalents at beginning of period
Cash flow from operating activities

Cash flow from investing activities

Cash flow from financing activities

Effect of currency translation

Cash and cash equivalents at end of period

V. Notes

The consolidated financial statements of the Erste Bank Group
are prepared in accordance with the carrent International Fi-
nancial Reporting Standards (IFRS) and International Ac-
counting Standards (IAS) issued by the International Account-
ing Standards Board (IASB) and with the interpretation of
these standards by the International Financial Reporting Inter-
pretations Committee (IFRIC), formerly the Standing Interpre-
tations Committee (SIC). These interim financial statements
for the first three quarters of 2006 comply with IAS 34 (In-
terim Financial Reporting). There were no changes in account-
ing policies in the reporting period.

The comparative data from 2005 has been restated in accor-
dance with the requirements of IAS 32 and IAS 39. Details of
these restatements were presented in a press releasc on 6 De-
cember 2005 that can be found on the Erste Bank website.

A. SIGNIFICANT BUSINESS EVENTS IN THE REPORTING
PERIOD

On 9 January 2006 the Management Board of Erste Bank AG
decided, with the approval of the Supervisory Board, to in-
crease the share capital of Erste Bank der oesterrcichischen
Sparkassen AG for the dual purpose of financing the acquisi-
tion of a 61.88% ownership interest in Banca Comerciala
Romana (BCR) and strengthening Erste Bank’s own capital

14

1/1-30/9/06 1/1-30/9/05 %-Change
2.728 2.723 { 0,2
1770 1173 >100
-2.104 1.729 21,7
3.497 709 - >100

4 30 86,7

2.355 2.906 19,0

resources, by issuing approximately 58.95 million new shares
plus an over-allotment (greenshoe) option of 10%, and thus a
total of up to about 64.85 million new shares. The subscription
and offering period for the new shares ran from 11 to 26 Janu-
ary 2006. In the capital increase, and including the fully exer-
cised greenshoc option, 64,848,960 new shares were issued at
an offering price of EUR 45.00. The subscribed share capital
was thus increased by EUR 129.7 million.

In April 2006, under the management share option plan
(MSOP) launched in 2002, a total of 348,236 shares were
subscribed for at an exercise price of EUR 16.50 per share
{which took into account the stock split performed in 2004).
This resulted in issue proceeds of EUR 9,247,701, of which
EUR 696,472 was allocated to the share capital and EUR
8,551,229 to additional paid-in capital. The difference between
the exercise price (EUR 16.50) and the closing price of the
Erstec Bank share at the value date (EUR 45.83) was EUR
29.35. Additionally, under the MSOP launched in 2005, a total
of 85,835 shares were subscribed for in May 2006 at an exer-
cise price of ELIR 43,00 per share. This resulted in issue pro-
ceeds of EUR 3,791,259, of which EUR 171,710 was allocated
to subscribed share capital and EUR 3,619,549 to additional
paid-in capital. The difference between the exercise price
(EUR 43.00) and the closing price of the Erste Bank share at
the value date (EUR 45.85) was EUR 2.85,




In the second exercise window from | to 11 August, a further
9,430 shares were subscribed for at an exercise price of 43.00
per share. This resulted in issue proceeds of EUR 412,497, of
which EUR 18,860 was allocated to subscribed share capital
and EUR 393,637 to additional paid-in capital. The difference
between the exercise price {EUR 43.00) and the closing price
of the Erste Bank share at the value date (EUR 45.86) was
EUR 2.86.

Additionally, under the 2006 cmployee share ownership plan
{ESQP), 479,524 shares were purchased from 8 to 19 May
2006 (compared to 332,640 sharcs in 2005). This year’s excr-
cise price, set at 20% below the average price of April 2006,
was EUR 39.00 per share. The resulting issue proceeds of
EUR 18,701,436 plus EUR 887,786 (from the difference be-
tween the exercise price of EUR 39.00 and the quoted price of
EUR 44.88 on the | June 2006 value date for 150,984 shares
subscribed by employces of Erste Bank AG, charged to per-
sonnel expenscs) totalled EUR 19,589,222, Of this amount,
EUR 959,048 was assigned 10 subscribed share capital and
ELR 18,630,174 to additional paid-in capital. The shares under
both plans are subject to a holding period of one year.

A total 0f 913,615 new shares were issued in a capital increase
from contingent capital. In the third quarter the number of
Erste Bank shares outstanding thus increased from
308,946,175 to 308,955,605 and subscribed share capital ex-
panded from EUR 617,892,350 1o EUR 617,911,210.

On 14 June 2006 Erste Bank together with three other Austrian
banks established a company to provide support to BAWAG
P.5.K. The contribution of Erste Bank is EUR 100 million.
The contributing banks supply the funds largely without risk.
Investment of the capital is restricted to euro government
bonds with an excellent rating.

Erste Bank entered the Ukrainian market by way of purchasing
a 50.5% interest in Bank Prestige. An agreement to this cffect
was signed on 28 July 2006. The purchase price amounts to
EUR 27.7 million. The transaction will become legally eftec-
tive upon closing, which is expected to take place in the fourth
quarter of 2006.

B. EVENTS AFTER THE BALANCE SHEET DATE

The acquisition of Banca Comerciala Romana S5.A. (BCR) by
Erste Bank was completed on 12 October 2006. For EUR 3.75
billion, Erste Bank acquired 61.8825% of the shares of BCR
from the Romanian government as well as from the EBRD and
IFC.




C. INFORMATION ON THE CONSOLIDATED INCOME STATEMENT OF ERSTE BANK

{1} Netinterestincome
in EUR million

Interest income from
Lending and money market transactions with credit insfitutions
Lending and money market transactions with customers
Fixed-income securities

Other interest and similar income

Current income from
Shares and other variable-yield securities
Investments
Property used by outside parties

Total interest and similar income

Interest expenses for
Amounts owed to credit institutions
Amounts owed to customers
Debts evidenced by certificates
Subordinated copital
Other

Total interest and similar expenses

Total

1/1-30/9/06

692.7
292846
1,061.1

541

128.5
377
48.0

4,950.7

-884.7
-1,034,7
-563.6
-199.7
6.5
-2,689.2

2,261.5

1/1-30/9/05

531.7
2,481.5
983.7
443

131.2
17.9
526

4,2429

-577.7
-887.5
-525.0
-185.2
-4.0
-2,179.4

2,063.5

%-Chonge

303
18.0

79
221

2.1
>100.0
-8.7
16.7

53.1
16.6
7.4
7.8
62.5
234

9.6




{2} Risk provisions for loans and advances
in EUR million

Release of risk provisions for loons and advonces

Direct write-offs of loans and advances and amounis received against written-off loans
and advances

Total

(3) Net commission income
in EUR millioan

Lending business

Payment transfers

Securities transactions
Investment fund transactions
Custodial fees
Brokerage

Insurance business

Building society brokerage

Foreign exchange transactions

Other

Total

{4) Nettrading result
in EUR million
Securities and derivatives trading

Foreign exchange tronsactions
Total

1/1-30/9/06

-300.0

1.2
-331.2

1/1-30/9/06

146.0
384.6
335.1
159.3
390
136.8
497
218
28.1
71.2
1,036.5

1/1.30/9/04

65.4
122.4
187.8

1/1-30/9/05

20590

33.2
-329.1

¥/1.30/9/05

143.4
3543
2738
112.1
378
123.9
52.9
235
286
454
921.9

1/1-30/9/05

77.3
@43
171.6

%-Change
1.4

4.0
0.6

%-Change

1.8
8.6
224
42.1
3.2
10.4
4.0
7.2
1.7
56.8
124

%-Change

-15.4
298
9.4




{5} General administrative expenses
in EUR million

Personnel expenses

Other administrative expenses
Depreciation and amortisation
Total

{6} Income from insurance business
in EUR million

Premiums earned

Investment income from technical business
Claims incurred

Change in underwriting reserves
Expenses for policyholder bonuses
Operating expenses

Sundry underwriting profit/loss
Underwriting profit/loss
Financial profit/loss

Carry forward-underwriting

Total

{71 Other operating result
in EUR million

COther operating income

Cther operating expenses

Impairment of goodwill
Other operating expenses

Results from measurement/sale of securities held as Fair value through profit or loss and

available for sale
Fair value porffolio
Avdilable for sale porfolio

Income from investments and related companies

Total

1/1-30/9/06

-1,239.7
46244
-248.2

22,1123

1/1-30/9/06

783.8
222%
-266.4
-598.8
377
-B6.8
7.4
24.4
2238
2229
253

1/1-30/9/06

428
-123.8
0.0
-123.8

39.2
0.5
387
12.4
-29.4

1/1-30/9/05

-1,154.7
-584.9

2504

-1,990.0

1/1-30/9/05

923.0

2927

-204.3
-851.2

94.7

88.6
59.0
359
2937
2927
36.9

1/1-30/9/05

63.3
-148.7
0.0
-148.7

72.4
250
47.4

2.6 -

-10.4

%-Chonge

7.4
6.8
0.9
6.1

%-Change

A15.1
23.8
30.4
297
602
20
87.5
320
238
238
314

%-Change

-32.4
-16.7

n.a.
-16.7

-45.9
-98.0
-18.4
>100.0
<-100.0




D. INFORMATION ON THE CONSOLIDATED BALANCE SHEET OF ERSTE BANK

{8) Loans and advances to credit institutions

in EUR million 30/9/06
Loans and advances to domestic credit institutions 2,549
Loans and advances to foreign credit institutions 15,758
Total 18,307

{?) Loans and advances to customers

in EUR million 30/9/06
Loans and advances to domestic customers 51,444
Public sector 2,80t
Commercial customers 28317
Private customers 20,184
Unlisted securities 20
Other 122
Loans and advances to foreign customers 35,784
Public sector 1,465
Commercial customers 20,971
Private customers 11,809
Unlisted securities 1,266
Other 275
Totq| 87,230

31/12/05

2,271
14,587
16,858

31/12/05

49,816
2,667
27,547
19,429
27

146
30,603
1,505
17,579
9,771
1,442
216
80,419

%-Change

12.2
80 .
8.6

% Change .

33
5.0
2.8
3.9

259

-16.4

16.9
82
19.3
209
-12.2
27.3
8.5

12




{10) Risk provisions for loans and advances
in EUR million . 1/1.30/9/06 1/1-30/9/05 %-Change '

Risk provisions for loans and advances

at 1 Jenuary _ o 2,817 2,804 0.5 .
Use ! 289 217 33.2 |
Net cllocation of risk provisions 300 296 1 t4 -
Changes in exchange rates -5 19 j >100 |
at 30 September 2,82 2,902 ! 27
Other risk provisions {off-balance sheet fransactions and other lending ‘
commitments) 167 149 12,1
Risk provisions at 30 September S ) 2,990 3,051 2.0
{11) Trading assets
in EUR million 30/9/06 31/12/05 ! %-Change
Bonds and cther fixed-income securities 3,321 3,194 i 4.0
Shares and other variable-yield securifies Q07 777 : 16.7
Positive fair value of derivative financial instruments 1,778 1,455 ‘! 222
Total o o 6,006 5,426 | 107

20




{12} Fair value through profit or loss and avalailable for sale
in EUR million

Fair value through profit or loss (Fair value portfolic)
Bonds and other fixed-income securities
Shares and other variable-yield securities
Fair value against equity (A5 portfolio)
Bonds and other fixed-income securities
Shares and other variable-yield securities
Total

(13} Financial investments
in EUR million

Bonds and other fixed-income securities

Other variable-yield securities

Investments / equity holdings

Investments of insurance companies

COther financiol investments [particularly property used by outside parties}
Total

30/9/06

3,539
241

10,865
3,393
18,738

30/9/0&

15,995
300
681

7,575
268
25,519

31/12/05

3,458
212

11,004
3,270
18,644

31/12/05

14,725
397
519

7,066
904
23,611

%Change -

23
32

1.3
38
0.5

%-Change

8.6

24.4
312
72,
70

8.1

21




{14} Amounts owed to credit institutions
in EUR million
Amounts owed to domestic credit institufions

Amounts owed 10 foreign credit institutions
Total

{15} Amounts owed ta customers

in EUR million

Savings deposits
Other
Total

{16} Provisions
in EUR million

Long-term employee provistons
Underwriting provisions

Other provisions

Total

22

30/9/04

8,339
25,794
34,135

30/9/06

41,608
39,052
80,660

30/9/06

1,077
7,570

422
9,069

3/12/05

9,804
24,107
33,911

31/12/05

38,823
33,970
72,793

31 /12/05

1,071
7,056

508
8,635

%-Change |
|
\
-14.9
70
0.7

%-Change

7.2
15.0
10.8

%Change

0.6
7.3
-16.9
5.0




E. ADDITIONAL INFORMATION
{17] Contingent liabilities and other obligations
in EUR miltion

Contingent liabilities
Guarantee liabilities
Other

Other obligations

Undrawn credit and loan commitments

Other

Legal proceedings

In 2002 Erste Bank formed the Haftungsverbund in the basis
of a set of agreements with the majority of the Austrian sav-
ings banks. While the primary purpose of the Haftungsverbund
is to establish a joint early-warning system as well as a cross-
guarantee for certain liabilities {mostly deposits) of member
savings banks, and to strengthen the group's cooperation on the
market, the Haftungsverbund-agreements also had the effect
that Erste Bank and the other member institutions qualify as a
“credit institutes group™ within the meaning of the Act. This
allows Erste Bank to consolidate the "Qualifving Capital” and
the risk-weighted assets of the members of the Haftungsver-
bund. At the end of 2003, an Austrian competitor of Er-

stc Bank alleged to the FMA and to the Austrian Federal Com-
petition Authority, as well as to the Europcan Commission,
that the formation of the Haftungsverbund violated European
banking rules as well as European competition rules.

The preliminary resolution of the Cartel Court published in
July 2006 approves / supports the cross-guarantee system and
hence up to 100% customer deposit security at the savings
banks. The criticism in this ruling of the joint marketing and
business policy does not in principle object to the long-
standing cooperation in the savings bank group. There were
concerns in terms of competition law, which refer primarily to
the flow of competition sensitive information from the savings
banks to Erste Bank, however no measures or injunctions such
as those sought by the complainants were ordered.

30/9/06 31/12/05 %-Change
12,239 10,417 17.5
12,038 10,130 18.8

201 287 -30.0
19,714 17,893 10.2
17,693 16,576 6.7

2,021 1,317 53.5

Handing down a preliminary resolution only, which is not yet
legally binding, the court did not stipulate any conclusions or
consequences from its findings which must be implemented by
Erste Bank and the other parties to the proceedings. The court
explicitly left its decision as to measures to effect its judge-
ment to a second stage of the proceedings.

The Cartel Court's decision does not affect the consolidation of
the Qualifying Capital of the savings banks as part of Er-

ste Bank's balance sheet yct. However, there is a possibility
that the Cartel Court will impose measures which are incom-
patible with Erste Bank's reporting obligations as parent com-

pany.

Erste Bank (along with other members of the Haftungsver-
bund) is already in the process to develop alternative solutions
if such a situation should arise.

In December 2004, Erste Bank, together with some other
members of the Haftungsverbund, filed an application with the
Austrian Cartel Court for a declaratory decision that the
Haftungsverbund qualifics as a "Zusammenschluss" (merger)
within the meaning of the Austrian Cartel Act.

[f the judgement is favourable, the successful cooperation of

the savings banks will continue without restrictions and can be
further intensified.
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{18} Headcount at 30 September 2006
{weighted by degree of employment)

Employed by the group
Domestic incl. Haftungsverbund savings banks
International

Ceské spofitelna Group

Slovenska sporiteffa Group

Erste Bank Hungary Group

Erste Bank Croatia

Erste Bank Serbia

Other subsidiaries in CEE and foreign branches

In addition 1o the above number of employees, 63 persons
were employed in non-bank enterprises of the Group (hotel
and leisure sector) at 30 September 2006.
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30/9/08

36,612
14,850
21,762
10,720
4,880
2,870
1,676
838
778

31/12/05 .

36,150

14,757

21,393
10,755
4,836
2,551
1,604
915
732

%-Change

1.3
0.6
17"
0.3
0.9
12.5
4.5
-8.4
6.3




F. SEGMENT REPORTING
Austria

The very positive performance in the Austria segment in the
first three quacters of 2006 seamiessly continued the good
results of the previous year. The segment’s nct profit after
minority interests was boosted by EUR 57.6 million (32.5%)
compared to the first three quarters of 2005, from EUR 177.3
million to EUR 234.8 million. These earnings were made
possible by the continuing highly successful performance in
net commission income {up EUR 70.5 million or 11.9%) and a
reduction in risk provisions for loans and advances (by EUR
15.3 million or 5.7%). While operating income grew by 7.7%
from the year-earlier figure, the 1.2% (EUR 14.6 million) rise
in general administrative expenses was, as in the past years,
extremely modest.

Operating result for the first three quarters of 2006 was thus
pushed up by EUR 49.6 million or 7.7% to EUR 690.8 million,
with all sub-segments contributing to this increasc. This
growth also had a positive effect on the cost/income ratio
(third quarter of 2006: 64.3%, third quarter of 2005: 65.7%).
The decline in insurance income from EUR 30.9 million to
EUR 15.7 million resulted from the previous ycar’s exception-
ally high base of revaluation and disposal gains on the invest-
ment portfolio in the insurance business. The adverse impact
of a significant increase in interest rates on the value of securi-
ties holdings meant that this performance could not be repeated
in the first nine months of 2006. Gains from the sale of finan-
cial investments (bonds and equity interests) led to an incrcase
in other operating result from EUR 9.7 million to EUR 34.4
million. Return on equity rose from 12.1% to 15.3%, exceed-
ing the target return of 15% for this financial year.

Savings Banks

Compared to the first three quarters of 2005, net profit after
minority interests grew from EUR 1.6 miilion to EUR 8.3
millien. The decrease of 8.1% in risk provisions for loans and
advances is explained by a one-off occurrence at a savings
bank in 2005, Net commission income (especially in securities,
but also in payments scrvices) was up significantly by 9.4% or
EUR 2.8 million to EUR 275.8 million. This, in combination

with the small increase in general administrative expenses (up
EUR 2.0 million or 0.3%) improved the operating result by
9.1% relative to 2003, from EUR 262.5 million to EUR 286.5
million. Other operating result reflected primarily disposal
gains from sccurities not held for trading. The cost/income
ratio improved from 70.3% to 68.5% and return on equity rose
to 3.5%.

Retail ond Mortgage

The retail business continued to perform well, with net profit
after minority interests advancing by a turther EUR 5.4 million
(8.1%) from EUR 67.4 million to EUR 72.9 million. Despitca
seasonally poorer third quarter, net commission income (up
EUR 14.3 million or 6.1%) remained the driving force for
these earnings, thanks particularly to sales commissions from
cquity issucs at the branch level and from the good securitics
business performance, cspecially in the first half of 2006. in
spite of strong, competition-induced margin pressure on the
deposit side, net interest income improved slightly as a result
of expanding, particularly new, mortgage loan volume (from
EUR 383.9 million in the first three quarters ot 2005 to EUR
386.2 million in 2006). A decreasc in profits from insurance
business from EUR 30.9 million to EUR 15.7 million (down
54.4%) was attributable to the market trend in intcrest rates
which meant that high prior-year revaluation and disposal
gains from the investment portfolio could not be duplicated
this year. The downturn in other operating result reflects a
change in the basis of consolidation of the equity interests
grouped under this sub-segment.

Even with the progressive expansion of business by subsidiar-
ics into Erste Bank's extended home market {such as in asset
management), general administrative expenses were kept at the
previous year's level. Operating result in this sub-segment
improved from EUR 183.4 million to EUR 185.9 million, or
by 1.3%. Here, the rate of growth was somewhat hampered by
the already mentioned excellent insurance income recorded in
the first ninc months of 2005. The cost/income ratio improved
to 71.8% from last year’s level of 72.1%; retumn on equity was
10.3%.
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in EUR million

Net interest income

Risk provisions for loan and advances
Net commission income

Net trading result

General administrafive expenses
Income from insurance business
Other operating results

Pre-tax profit

Taxes on income

Minority interest

Net profit after minority interests
Average risk-weighted assets
Average attributed equity
Cost/income ratio

ROE based on net profit

Funding costs
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SAVINGS BANKS

1-9 2006

616.5

-1333 .
2758 .

16.7
4224
0.0

67

159.9
-34.3
-117.3

8.3 .

25,5255
3131
68.5%
35%

-10.0

1-¢ 2005

6183
-145.0

2520

12,6
6203
0.0
3.4
1209
3.4
-87.9
1.6
23,6854
2620
70.3%
0.8%

11

RETAIL & MORTGAGE

1-9 2006

386.2
-73.6

2489 .

78
4727
15.7

-2.8 f

109.5
235
-13.0

729

13,1354 -

9479
71.8%

10.3%

212

19 2005

3839
-79.8
234.6
7.4
-473.2
309
5.4
109.1
-25.1
-16.5
67.4
12,109.6
9157
72.1%
9.8%

243

LARGE CORPORATES
1.9 2006 1% 2005
105.4 105.4
-45.2 -42.6
68.7 5346
2.6 1.0
Z1.6 £4.2
0.0 0.0
221 26
82.0 55.8
-17.8 -13.2
2.5 6.7
58.7 359
7,684.2 6,585.0
5545 497.9
40.5% 40.1%
14.1% 9.6%
-10.8 -11.6




TRADING & INVESTMENT

BANKING
1-9 2006 1-9 2005
49.4 485
0.0 00 -
68.1 509
71.7 70.4
76.1 703
0.0 0.0
8.4 1.8
121.7 97.7
26.7 25.4
0.0 00
95.0 72.3
3,179.3 3,687.4
229.4 278.8
40.2% 41.4%
55.2% 34.6%
0.2 A

AUSTRIA

1-9 2006 1-9 2005 -
1,157.5 1,156.0
-252.1 -267.4
661.5 591.0
98.8 91.4
-1,242.7 -1,228.1
15.7 309
34.4 8.7
473.0 383.5
-102.3 Q5.1
-135.9 1110
2348 177.3
49,524.4 46,067 .4
2,0450 1,954.5
64.3% 65.7%
15.3% 12.1%
-42.2 -48.1

Large Corporates

In the Large Corporates sub-segment, net protit after minority
interests grew by EUR 22.7 million or 63.2% from the first
nine months of 2005 to EUR 58.7 miilion. This improvement
was tuelled chicfly by net commission income (up EUR 15.1
million or 28.1% from EUR 53.6 million to EUR 68.7 million)
and by other opcrating result (up EUR 19.4 million from EUR
2.6 million to EUR 22.1 million). The rapid growth in net
commission income was generated by a very strong result at
leasing subsidiary Immaorent as well as by income from capital
market transactions and project business. The significant rise
in other operating result stemmed both from disposal gains on
financial investments and from one-off proceeds from the sale
in the first quarter of 2006 of a private equity investment as-
signed to this sub-scgment.

General administrative expenses increased by 11.5% from
EUR 64.2 million to EUR 71.6 million, due to higher costs in
the real cstate lease business associated with the expansion of
business activities in Erste Bank’s extended home market. The
small increase of 2.6% in risk provisions for loans and ad-
vances to EUR 45.2 million was related partly to provisioning
for a securities scttlement case and the resulting credit financ-
ing. The cost/income ratio was 40.5% and return on cquity
rose significantly from 9.6% to 14.1%.

Trading and Investment Banking

Net profit after minority interests was up 31.4% from the first
nine months of 20035, rising from EUR 72.3 million to EUR
95.0 million. In net interest income, a decline caused by the
market interest rate trend and the flat yield curve was offset by
cxceptionally good results in the money market business. Net
commission income rose by 34% from EUR 50.9 million to
EUR 68.1 million, thanks primarily to securities business —
particularly in structured products — and income from capital
market transactions. Costs resulting from the significantly
higher transaction volume led to an incrcase of 8.2% in general
administrative expenses compared to the first three quarters of
the previous ycar; this was higher than the rise in the other
sub-segments of the Austria segment. On balance, the
cost/income ratio improved from 41.4% to 40.2% and return
on equity grew significantly from 34.6% to 55.2% as a result
of both the substantially higher profit and the lower capital
allocation {as a result of declining risk-weighted asscts).
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Central and Eastern Europe

Czech Republic
At Ceska spofitelna, net profit after minority interests rose by
EUR 31.5 million or 15.1% compared to the corresponding

period in 2005, from EUR 208.9 million to EUR 240.4 million.

An even more pronounced improvement was recorded at oper-
ating level. with operating result growing by almost 29%. This
was driven by net interest income which, despite market inter-
estrate levels that remained below the euro reference rates, but
assisted by interest rate hikes an the part of the Czech central
bank as well as credit expansion, was boosted by 21.3% from
the year-carlier figure of EUR 434.8 million to EUR 527.4
million.

Net commission income grew by 9.1% from EUR 217.2 mil-
tion to EUR 237.0 million. This was mainly due to very strong
results in the insurance, building society and securities busi-

nesses. An increase in general administrative expenses from
EUR 408.1 millton to EUR 443.8 million (up 8.7% including
currency effects, but only 3.0% on a constant-currency basis)
was driven by higher depreciation and amortisation and higher
accrued expenses. Other operating result contracted from EUR
26.3 million to EUR -5.4 million, duc especially to lower
revaluation and disposal gains from securities at fair value
through profit or loss and available-for-sale. Based on this
excellent performance on the income side, operating result
improved by 29.1% from EUR 285.7 million to EUR 368.8
million. This increase was helped by the favourable movement
in the CZK/EUR exchange rate (up 5.3%). The cost/income
ratio improved from 58.8% to 54.6% and return on equity was
39.5%.

CZECH REPUBLIC SLOVAKIA HUNGARY CROATIA

1.9 2006 1.9 2005 1-9 2006 1-9 2005 1.9 2006 1.¢ 2005 1.9 2006 1-¢ 2005
in EUR million
Net interest income 527.4 434.8 164.5 ! 139.8 - 167.9 150.1 78.5 80.7
Risk provisions for loan and
advances -32.5 -19.9 9.6 9.0 252 <14 -10.3 8.3
Net commission income 237.0 2172 61.1 62.0 58.1 453 20.9 16.1
Net frading result 386 358 152 9.0 221 27.5 13.6 6.9
General administrative expenses -443.8 -408.1 1375 1227 -141.3 1336 611 -52.6
Income from insurance business 9.6 6.0 0.0 00 0.0 Q.0 0.0 0.0
Other operating results -5.4 263 3.2 -5.8 -14.5 -11.4 0.6 2.5
Pre-tax profit 3309 292.1 90.6 73.3 67.0 63.8 41.0 40.4
Taxes on income -81.6 769 -17.7 -10.6 -15.0 -13.0 -8.2 79
Minority inferest -8.9 6.4 0.1 0.2 0.2 £.1 125 -129
Net profit after minority interests 2404 208.9 72.7 62.8 | 51.8 50.7 20.3 19.6
Average risk-weighted assets 11,2458 8,868.5 3,244.2 2,290.5 3,794.4 2,348.4 2,955.4 21757
Average attributed equity 811.5 670.6 234.1 173.2 273.8 177.6 2133 164.5
Cost/incomae ratio 546% . 58.8% 57.0% '« 58.2% 57.0% 599% . 541% 50.7%
ROE based on net profit 39.5% 41.5% 41.4%  48.4% 25.2% 38.0% 12.7% 15.9%
Funding costs -13.0 168 -10.2 122 -14.1 -15. 3.3 33
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Slovakia

Net profit after minority intercsts at Slovenska sporitelia saw
an increase of 15.7% compared to the first three quarters of
2005, from EUR 62.8 million to EUR 72.7 million. In net
interest income, the scheduled redemption of high-yield bonds
was more than offset by a number of factors: the stronger than
expected expansion in retail lending, higher gains from hold-
ings measured at equity, and lower funding costs allocated to
the Slovakia sub-segment. Net commission income was down
slightly from the previous year (EUR 61.2 million versus EUR
62.0 million in 2005). However, this represented the distorting
effect of the first-time accrual, at end-2005, of up-front com-
mission income {a change implemented in accordance with
IAS 39).

SERBIA CENTRAL AND EASTERN
EURQPE
1-9 2006 1.9 2005 1.9 2004 1.9 2005
29 0.9 941.2 806.3
-1.6 D7 792 -52.0
27 0.6 379.8 341.3
0.6 0] 88.9 797
205 -1.4 -804.3 -718.4
0.0 0.0 9.6 4.0
0.1 0.1 237 6.5
-17.3 0.2 512.2 4469.4
0.6 0.0 1220 -108.4
0.1 0.0 21.6 -19.2
-16.6 0.2 3687 3418
1549 111.9 21,3948 15,7950
1.2 85 1,543.9 1,194 4
n.qa. n.a. 56.7% 58.3%
n.a. n.a. 31.8% 38.2%
2.8 0.3 -43.5 A77

General administrative expenses rosc by EUR 14.7 million,
from EUR 122.7 million to a new total of EUR 137.5 million.
This was explained largely by higher personnel costs, which
were partly related to a change in accrued expenses not recog-
nised in the first three quarters of the prior year. Contrary to
earlier expectations, and despite a significantly higher tax rate,
both operating result (up 17.3%) and net profit after minority
interests (up 15.7%) increased substantially. However, a higher
equity allocation due to the fast growing credit portfolio re-
sulted in a decrease in return on equity from 48.4% to 41.4%.
The cost/income ratio improved from 58.2% to 57.1%.

Hungary

Erste Bank Hungary's operating result grew by EUR 17.3
million or 19.4% in the first nine months of 2006, trom EUR
89.4 million to EUR 106.7 million. This was achieved despite
the 7.3% fall in the HUF/EUR exchange rate. Net interest
income increased to EUR 167.9 million from the 2005 level of
EUR 150.1 million, a lift of EUR 17.8 million or 11.8%. The
main contributing factor was the strong expansion of the loan
book. A rise in risk provisions for loans and advances, from
EUR 14.1 million to EUR 23.2 million, reflected primarily the
absence of the first-time-consolidation effects that had reduced
this item in 2005, as well as the increase in loan volume.

Net commission income continued to show significant growth,
thanks to the already mentioned one-off effects in the first
quarter of this year. The full year 2006 remains likely to bring
considerable growth of well more than 15% in net commission
income compared to the previous year. The rise in general
administrative expenses can be atiributed primarily to higher
staff and marketing costs in connection with the expansion of
the branch network {adding 33 branches from 146 to 179). Net
profit after minority interests grew by 2.3% (9.8% excluding
exchange rate ¢ffects) from EUR 50.7 million to EUR 51.8
million; the cost/income ratio improved from 59.9% to 57.0%.

Croatio

Operating result at Erste Bank Croatia was up slightly, by
1.4% to EUR 51.9 million for the first nine months of 2006. A
direct year-on-year comparison of net interest income (down
2.8% to EUR -2.2 million) for the reporting period is compli-
cated by the reclassification of valuation gains from banking
book derivatives to the net trading result, Moreover, the pre-
sent stringent legislative controls aimed at curbing foreign
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currency lending in Croatia detracted substantially from net
interest income. Over the past twelve months the required
minimum reserve for foreign currency deposits has been raised
from an average of 30% to 55%. The severe adverse effect of
these factors on the net interest margin could not be offset
despile good rates of growth.

Nct commission income grew by 29.6% from EUR 16.1 mil-
lion to a new total of EUR 20.9 million, an increasc driven
notably by payments services and tending. Growth in net trad-
ing result came mostly from the reclassification of derivatives
revaluation gains referred to above. The optimisation of the
branch network and the associated hiring of new staff meant
that general administrative expenses went up by EUR 8.5
million or 16.2% from EUR 52.6 million to EUR 61.1 million.
In the third quarter of 2006, general administrative cxpenses
nonetheless cased for the first time this year, Return on equity
decreased from 5.9% to 12.7% and the cost/income ratio
deteriorated from 50.7% to 54.1%..

Serbia

Since August 2005 the consolidated financial statements in-
clude Erste Bank Serbia. September 2005 saw the launch of an
extensive transformation programme that aims to optimise
operational processes and strengthen the bank's competitive
positien in the Serbian market. Most of the reported loss of
EUR 16.6 million is associated with the restructuring and
expansion strategy pursued in Serbia, as well as the eficcts of
the Serbian Central Bank's strict limits on foreign currency
lending growth. In view of the significant deterioration in the
regulatory environment for the banking sector, as well as of
additional restructuring expenses, a bottom-line negative con-
tribution of between EUR 15 miilion and EUR 18 million is
forecast for the financial year as a whole. The target for retumn
on cquity in 2008 rematns 20% on a local basis.
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International Business

The good results in [nternational Business continued in the
first three quarters of 2006, Net profit after minority interests
improved by EUR 14,2 million or 19.3% from EUR 73.5 mil-
lion to EUR 87.7 million. A reduction in net interest income
resulted primarily from the current narrowing of margins in the
syndication business. The favourable deerease in risk provi-
sions for loans and advances stemmed from the release of
provisions thanks to improvement in the risk profile of the
international portfolio. The growth in net profit was driven by
three main tactors: an improved other operating result driven
especially by partial recoveries on previously fully written-off
loans; securities valuation gains; and rigorous cost manage-
ment. The cost/income ratio improved from 19.8% to 18.8%
and return on equity rose from 20.3% to 21.0%.

Corporate Center

The Carporate Center segment encompasses three types of
items: the results of those companies which cannot be clearly
assigned to a specific business segment; consolidating entries;
and one-time effects that, in order to ensurc comparability,
have not been allocated to a business segment.

The trend in net commission income and general administra-
tive expenses can be attributed largely to changes in profit
consolidation from banking support operations. General ad-
nunistrative expenses were primarily aftected by other admin-
istrative expenses for group projects begun in 2004 and strate-
gic Group-wide activities. Accrual effects in general adminis-
trative expenses and commissions, which reduce the result
reported for the first nine months, will be offset by the end of
the year. Net interest income increased mainly as a tesult of
investment income from the proceeds of the capital increase at
the end of January 2006 that was conducted to finance the
acquisition of Banca Comerciald Romana. The deterioration in
other operating result for the first three quarters of this year
was causcd by a one-time effect from a securitics settlement
case and the resulting valuation adjustments.




INTERNATIONAL CORPORATE ERSTE BANK GROUP

BUSINESS CENTER TOTAL

1.9 20046 1.9 2005 1-9 2004 1.9 2005 1-% 2006 1-9 2005
in EUR million
Net interest income 108.8 1145 541 -13.3 2,2615 2,063.5
Risk provisions for loon and advances 02 9.7 0.0 0.0 312 -329.1
Net commission income ' 25.1 227 300 -33.1 1,0346.5 Q219
Net trading result .0 0.0 0.1 05 187.8 171.6
General adminisirative expenses -25.2 272 -40.1 -16.3 22,1123 -1,990.0
Income from insurance business 0.0 .0 0.0 0.0 253 369
Other operating results 99 2.1 -49.9 -28.7 -29.4 -10.4
Prestax profit 118.9 102.4 659 209 1,038.2 864.4
Taxes an income -31.2 29.0 21.8 234 233.6 2091
Minority interest 0.0 0.0 21 -16.2 -155.3 -146.5
Net profit after minority interests 87.7 73.5 419 -83.8 649.3 508.8
Average risk-weighted assets 7.704.8 6,387.9 347.8 3522 78,9718 68,602.5
Averoge atiributed equity 556.0 483.0 2,503.3 26.6 6,648.2 3,6585
Cost/income ratio 18.8% 19.8% n.a. n.a. 60.2% 62.3%
ROE based on net profit 21.0% 20.3% n.a. n.a. 13.0% 18.5%

Funding costs 0.0 0.0 -13.4 -15.1 990 1109




G. CHANGES IN TOTAL QUALIFYING CAPITAL

in EUR million

Subscribed capitol

Reserves

Less intangible assets

Core capital (Tier 1)

Eligible subordinated liabilities

Revaluation reserve

Qualifying supplementary capital {Tier 2)
Short-term subordinated capital {Tier 3]
Deductions according to Section 23 {13) and Section 29 [1-2] Austrian Banking Act
Total eligible qualifying capital

Capital requirement

Surplus capital

Cover rafic {in %)

Tier 1 ratio (in %)

Solvency ratio {in %)

Risk-weighted assets acc. o Section 22 (2] Austrian Banking Act

B % minimum capital requirement

Capital requirement for open foreign exchange position ace. to Seclion 26 Austrian
Banking Act

Capital requirement for the Trading book acc. to Section 22 b {1} Austrian Banking Act

Total capital requirement
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30/9/06

617
8,000
440
8177
3,532
273
3,805
307
211
12,078
6,938
5,140
174.1
100
143

81,534
6,523

4
411
6,938

31/12/05

486
5,087
461
5112
3,029
352
3,381
a3l
213

8,611 !

6,390
2221
134.8
6.8
11.0

75,078
6,006

12
372
6,390

30/9/05

486 .

4,404
455
4,435
3,000
221
3,221
246
-423
7,479
6,050
1,429
123.6
6.3
10.0

70,486
5,639

6
405
6,050




Quarterly financial data

CONSOLIDATED INCOME STATEMENT OF ERSTE BANK

in EUR million Q3 2005 Q4 2005 Q1 2006 @2 2006
Net interest income 494.0 730.7 7240 757.8
Risk provisions for loans and advances -119.2 925 -109.1 -109.2
Net commission income 3049 3349 3422 355.5
Net trading result 66.4 701 91.2 45.0
General administrative expenses 5669 486.9 693.9 Z11.0
Income from insurance business 10.0 0.2 77 7.3
Qther operafing result 1.0 57 18.3 -19.2
Pretax profit for the period 288.2 350.4 380.4 326.2
Toxes on income 469.6 £0.9 -85.6 73.4
Profit for the period 218.6 259.5 294.8 252.8
Minority interests -45.5 -56.6 -55.2 -43.7
Net profit after minority interests 173.1 202.9 239.6 209.1

CONSOLIDATED BALANCE SHEET OF ERSTE BANK

in EUR million Q3 2005 Q4 2005 Q1 20048 Q2 2006
Total assets 156,931 152,660 158,815 160,229
Loans and advances to credit institutions 20,058 16,858 18,604 19,890
Loans and advances to customers 79,946 80,419 84,310 84,474
Risk provisions for loans and advances 2,902 2,817 -2,809 2,773
Securities and other financial investments 47,678 47,681 48,401 48,950
Other assets 12,151 10,519 10,309 2,088
Total liahilities and shareholders' equity 156,931 152,660 158,815 160,229
Amounts owed to credit institutions 37,365 33911 36,213 35,897
Amounts owed to customers 71421 72,793 7515) 77,836
Debis evidenced by certificates and

subordinated capital 25,512 25,581 24,202 23,277
Other liabilities, including minority interests 18,762 16,246 16,313 16,354
Shareholders' equity 3,871 4,129 6,934 6,865

Q3 2006

779.7
-112.9
338.8
51.6
707 .4
10.3
-28.5
3316
-74.6
257.0
-56.4
200.6

Q3 2004

162,569
18,307
87,230

-2,823
50,263
9,592

162,569
34,135
80,660

23,864

16,731
7179
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